Modern applications of copula and financial modeling Copula modeling has been attracting substantial interest during the last several decades and is becoming a regular tool for modeling statistical dependence among various applications including insurance (joint life policies and annuities), finance (extreme co-movements of stock prices and exchange rates as well as credit derivative pricing), and engineering (related failures in complex systems). The main advantage of the copula approach is its ability to estimate the entire joint distribution using marginal distributions and the association parameter, making it possible for researchers to go beyond correlation and detect complex non-linear dependence patterns.
